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OVERVIEW 


AUDIT  OF 


BOARD  OF  EXAMINERS 
November  1976 
INTRODUCTION 

The  audit  of  the  Board  of  Examiners  was  a  financial-compliance 
audit.   The  purposes  of  the  audit  were  to  determine  whether  financial 
operations  of  the  board  were  properly  conducted,  whether  the  financial 
statements  for  fiscal  year  1975-76  were  presented  fairly  and  whether  the 
board  complied  with  the  applicable  laws  and  regulations. 

The  audit  resulted  in  a  qualified  opinion  on  the  financial  state- 
ments.  A  qualified  opinion  means  that  the  financial  statements  present 
fairly  the  board's  financial  position,  operations  and  changes  in  fund 
balances  in  conformity  with  generally  accepted  accounting  principles, 
except  as  specifically  noted. 

There  are  ten  recommendations  in  the  audit  report.   The  board 
concurred  with  nine  of  the  recommendations.   As  of  the  date  of  their 
reply,  the  full  board  had  not  met  to  consider  one  of  the  recommendations. 
SYNOPSIS  OF  MAJOR  FINDINGS 

The  following  are  the  areas  of  major  findings  in  the  report. 
Bid  Securities 

We  noted  three  problems  regarding  the  board's  non-compliance  with 
state  statutes  during  the  bid  letting  process  for  state  construction 
projects.   Section  82-1133,  R.C.M.  1947  states  that  each  contractor  must 
accompany  with  his  bid  a  certified  check  for  5  percent  of  the  amount  of 
his  bid. 

The  board's  present  policy  is  to  accept  bid  bonds,  certified  checks, 
money  orders  or  cash  as  the  bid  security.   Also,  the  board  has  increased 


the  bid  security  requirement  from  5  percent  to  10  percent  to  discourage 
the  bidders  from  reneging  on  their  bid.   These  practices  are  contrary  to 
the  requirements  of  the  statutes.   In  addition,  the  bid  securities  are 
placed  in  the  board's  vault  until  the  contract  is  awarded  and  signed. 
Since  no  statutory  provisions  explicitly  define  the  proper  disposition 
of  bid  securities,  we  recommend  that  the  board  deposit  all  negotiable 
bid  securities  with  the  State  Treasurer  or  seek  legislation  to  have 
other  disposition  of  the  bid  securities  specified.   Section  82-1133, 
R.C.M.  1947  should  be  amended  or  repealed  to  reflect  the  board's  current 
10  percent  bid  security  requirement  and  the  bid  security  options  avail- 
able to  the  contractor. 

Cash  In  Treasury 

At  June  30,  1976,  the  board  maintained  a  cash  in  treasury  balance 
of  approximately  $42,000  as  a  result  of  previous  World  Wars  I,  II  and 
Korean  War  honorariums.   Since  no  further  funds  are  needed  for  these 
honorariums,  we  recommend  that  the  board  transfer  these  funds  to  the 
long-range  building  bond  sinking  fund  and  seek  the  Department  of  Admin- 
istration's assistance  in  closing  these  inactive  accounts. 

Vietnam  Honorarium  Program 

The  Vietnam  Veterans'  Bonus  Division  originated  as  a  result  of 
legislation  passed  in  1974  and  1975  to  allow  for  a  payment  of  an  honor- 
arium to  each  Montana  resident  who  served  in  the  Vietnam  area  and  a 
lump-sum  payment  of  $750  to  each  100  percent  disabled  Vietnam  veteran. 
Since  the  deadline  for  applying  for  the  bonuses  was  July  1,  1976  and 
only  approximately  200  applications  are  still  unresolved,  we  recommend 
that  the  board  disband  the  Vietnam  Veterans'  Bonus  Division  and  transfer 
the  program's  operation  to  the  board's  executive  secretary. 
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Legislation  passed  in  197S  authorized  the  payment  of  the  honorarium 
to  each  100  percent  disabled  Vietnam  veteran  but  did  not  specify  the 
source  of  funding.   Payments  to  these  disabled  veterans  were  not  made 
until  approximately  one  year  after  the  legislation  was  enacted.   The 
board  should  have  requested  a  legal  opinion  as  soon  as  the  legislature 
enacted  the  disabled  veterans'  honorarium  to  allow  immediate  pajrment  of 
the  honorarium. 

Statutory  Functions  Of  The  Board 

The  Department  of  Administration  reviewed  the  statutes  relating  to 
the  Board  of  Examiners  upon  the  request  of  the  Legislative  Council.   We 
recommend  that  the  executive  secretary  review  with  the  board  the  present 
statutes  and  request  assistance  of  the  Legislative  Council  in  drafting 
legislation  to  clarify  the  board's  functions  and  repeal  unnecessary 
statutes. 
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SUMMARY  OF  RECOMMENDATIONS 

As  a  separate  section  in  the  front  of  each  audit  report  we  include  a 
listing  of  all  recommendations  together  with  a  notation  as  to  whether 
the  agency  concurs  or  does  not  concur  with  each  recommendation.   This 
listing  serves  as  a  means  of  summarizing  the  recommendations  contained 
in  the  report  and  the  audited  agency's  reply  thereto  and  also  as  a  ready 
reference  to  the  supporting  comments.   The  full  reply  of  the  Board  of 
Examiners  is  included  in  the  back  of  this  report. 

Page 
Deposit  all  negotiable  bid  securities  with  the  State 
Treasurer  for  safekeeping  or  seek  legislation  to  have 
other  disposition  of  the  bid  securities  specified.  4 

Agency  Reply:   Concur.   See  page  25. 

Seek  legislation  to  amend  or  repeal  Section  82-1133, 
R.C.M.  1947,  to  reflect  the  current  10  percent  bid 
security  requirement  and  bid  security  options  avail 
able  to  the  contractor  or  change  the  procedures  now 
used  to  conform  to  the  current  statute.  4 

Agency  Reply:   Concur.   See  page  25. 

Transfer  the  approximately  $24,300  in  the  four  veterans' 
honorarium  accounts  to  the  long-range  building  bond 
sinking  fund  account  and  close  the  accounts.  7 

Agency  Reply:   Concur.   See  page  26. 

Request  the  Department  of  Administration's  assistance 

in  closing  all  other  inactive  treasury  accounts.  7 

Agency  Reply:   Concur.   See  page  26. 

Request  assistance  from  the  State  Auditor  to  dispose 

of  stale  dated  warrant  balances.  8 

Agency  Rep ly :   Concur.   See  page  26. 

Disband  the  Vietnam  Veterans'  Bonus  Division  and  transfer 
the  program's  operation  to  the  board's  executive 
secretary.  9 

Agency  Reply:   The  board  will  consider  our  recommenda- 
tion at  its  November  15,  1976  meeting.   See  page  27. 

Executive  Secretary  review  with  the  board  the  present 

statutes  relating  to  the  board  and  request  the  assistance 

of  the  Legislative  Council  in  drafting  legislation  to 

clarify  statutes  describing  the  Board  of  Examiners' 

functions  and  to  repeal  unnecessary  statutes.  11 

Agency  Rep ly :   Concur.   See  page  27. 
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SUMMARY  OF  RECOMMENDATIONS  (Cont inued) 


Page 


Establish  controls  over  fixed  assets  in  compliance  with 

Management  Memo  70-17,  dated  June  30,  1970.  12 

Agency  Reply:   Concur.   See  page  28. 

Dispose  of  all  idle  equipment  in  accordance  with  Section 

82-1914,  R.C.M.  1947.  12 

Agency  Reply:   Concur.   See  page  28. 

Accrue  all  payroll  costs  in  the  fiscal  year  in  which  they 

are  earned.  13 

Agency  Reply:   Concur.   See  page  28. 
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10RRIS  L.  BRUSETT  /^^TT^  JOSEPH  J.  CALNAN 

LEGISLATIVE  AUDITOR  Iff^K^'r^'t^i  DEPUTY  LEGISLATIVE  AUDITOR 


STATE   OF   MONTANA 


^iiitt  xd  Wit  ~^tia,h\rdi)ixt  ^n^iix^x 


STATE  CAPITOL 
HELENA.  MONTANA  59601 

406/449-3122 


The  Legislative  Audit  Committee 
of  the  Montana  State  Legislature: 

We  have  examined  the  balance  sheet  of  the  Board  of  Examiners,  which 
includes  the  Vietnam  Veterans'  Bonus  Division,  as  of  June  30,  1976,  and 
the  related  statements  of  operations  listed  in  the  table  of  contents  of 
this  report  for  the  year  then  ended.   Our  examination  was  made  in  accord- 
ance with  generally  accepted  auditing  standards  and,  accordingly,  included 
such  tests  of  the  accounting  records  and  such  other  auditing  procedures 
as  we  considered  necessary  in  the  circumstances. 

The  Board  of  Examiners  has  not  maintained  a  record  of  its  general 
fixed  assets,  and  accordingly  a  statement  of  general  fixed  assets, 
required  by  generally  accepted  accounting  principles,  is  not  included  in 
the  financial  report. 

As  discussed  on  page  6,  the  sinking  fund  cash  in  treasury  balance 
is  overstated  by  $17,128  due  to  a  delay  in  recording  certain  bond 
transactions . 

In  our  opinion,  except  for  the  matters  discussed  in  the  preceding 
paragraphs,  the  aforementioned  financial  statements  present  fairly  the 
financial  position  of  the  Board  of  Examiners  as  of  June  30,  1976,  and 


the  results  of  its  operations  and  the  changes  in  its  financial  position 
for  the  year  then  ended,  in  conformity  with  generally  accepted  accounting 
principles  applied  on  a  basis  consistent  with  that  of  the  preceding 
year. 

Respectfully  submitted. 


Morris  L.  Brusett,  C.P.A. 
Legislative  Auditor 


August  6,  1976 


COMMENTS 
GENERAL 

The  Governor,  the  Secretary  of  State  and  the  Attorney  General 
comprise  the  State  Board  of  Examiners.   The  board  approves  all  architects 
and  change  orders  and  awards  all  contracts  for  state  construction  projects 
costing  more  than  $10,000.   In  addition,  the  board  examines  unliquidated 
claims  against  the  state  and  issues  and  sells  bonds  for  the  construction 
of  buildings  and  for  the  renewable  resource  development  program. 

The  Department  of  Administration  provides  technical  and  adminis- 
trative support  to  the  board  by  preparing  construction  contracts,  recom- 
mending architects  to  draw  plans  and  specifications,  soliciting  all 
bids,  setting  up  bid  opening  dates,  tabulating  each  bid  to  determine  the 
lowest  qualified  bidder,  and  by  reviewing  construction  change  orders. 

The  Forty-third  Legislature  assigned  the  operation  of  the  Vietnam 
Veterans'  Bonus  Division  to  the  Board  of  Examiners.   Section  77-2502, 
R.C.M.  1947,  provided  for  a  payment  of  an  honorarium  in  the  amount  of 
$18.75  to  each  Montana  resident  for  each  month  the  individual  was  in 
military  service  in  the  Vietnam  area  between  January  1,  1961  and  March  31, 
1973.   The  act  also  provided  for  a  $750  payment  to  each  Montana  resident 
who  was  totally  disabled  by  a  Vietnam  area  service  connected  disability, 
to  each  prisoner  of  war,  or  to  the  surviving  spouse,  children,  or  parents 
of  any  serviceman  who  died  in  the  line  of  duty. 

Since  July  1974,  the  Vietnam  Veterans'  Bonus  Division  has  processed 
and  paid  approximately  11,000  claims  for  a  total  of  $2.6  million.   The 
division  should  cease  operations  by  the  end  of  this  calendar  year  since 
the  deadline  for  applying  for  the  bonuses  was  July  1,  1976. 

The  Board  of  Examiners  is  allocated  to  the  Department  of  Adminis- 
tration for  administrative  purposes.   Under  the  Executive  Reorganization 
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Act  of  1970,  the  board  exercises  its  policy  making  functions  indepen- 
dently of  the  department  and  without  approval  or  control  of  the  depart- 
ment.  The  Department  of  Administration  directs  and  supervises  the 
budgeting,  record  keeping,  reporting  and  related  administrative  and 
clerical  functions  of  the  board.   However,  the  board  hires  its  own 
personnel. 

The  board  employs  an  executive  secretary  and  a  secretary  to  perform 
the  day-to-day  administrative  duties  of  the  agency.   At  present,  three 
full-time  employees  are  administering  the  final  phase  of  the  Vietnam 
Veterans'  Bonus  Division  program.   The  division  employed  as  many  as 
eight  full-time  employees  at  the  beginning  of  the  program. 
BID  SECURITIES 

During  our  audit,  we  observed  the  opening  of  construction  bids  by 
the  executive  secretary.   Presently,  the  board  requires  a  10  percent  bid 
security  for  all  contractors  who  bid  on  state  construction  projects. 
This  bid  security,  whether  in  the  form  of  a  bid  bond,  certified  check, 
money  order  or  cash,  guarantees  the  board  that  the  bidder  is  a  bona  fide 
contractor  who  desires  to  participate  in  the  bid  letting  process.   Until 
the  board  awards  the  contract  to  the  successful  bidder,  the  executive 
secretary  places  the  bid  securities  in  the  Board  of  Examiners'  vault — 
normally  for  a  period  of  one  to  two  weeks.   The  executive  secretary 
returns  the  bid  securities  to  the  unsuccessful  bidders  once  the  board 
awards  the  contract.   The  successful  contractor's  bid  security  is  kept 
in  the  vault  until  the  board  and  the  contractor  sign  the  contract,  at 
which  time  the  contractor  posts  the  required  labor,  materials  and 
performance  bonds. 

In  addition  to  the  contractors'  bid  securities,  we  observed  a  bond 
sale  security  relating  to  the  purchase  of  general  obligation  highway 


bonds  that  the  board  received  on  April  12,  1976  in  the  amount  of  $148,000. 

The  executive  secretary  placed  the  certified  check,  commonly  referred  to 

as  a  "good-faith  check",  in  the  vault  and  held  it  there  until  May  17, 

1976. 

Section  79-201,  R.C.M.  1947,  provides  in  part: 

"The  state  treasurer  shall  be  the  custodian  of  all  moneys  and 
securities  of  the  state  unless  otherwise  expressly  provided  by 
law." 

Since  no  statutory  provisions  explicitly  define  the  proper  dispo- 
sition of  bid  securites,  the  board  should  either  deposit  all  bid  securities 
with  the  State  Treasurer  for  safekeeping  or  seek  legislation  to  specify 
other  appropriate  disposition  of  the  bid  securites. 

Section  82-1133,  R.C.M,  1947,  provides  in  part: 

"...  each  bid  must  be  accompanied  by  a  certified  check  for  5%  of 
the  amount  of  his  bid." 

As  stated  above,  the  Board  of  Examiners  currently  requires  con- 
tractors bidding  on  state  construction  projects  to  submit  a  10  percent 
bid  security,  in  the  form  of  a  bid  bond,  certified  check,  a  money  order 
or  cash.   The  board  increased  the  required  amount  from  5  percent  to  10 
percent  to  discourage  bidders  from  reneging  on  their  bids.   Most  bid 
securities  accepted  by  the  board  are  in  the  form  of  bid  bonds;  however 
on  occasion,  a  contractor  will  submit  a  certified  check  or  cash.   On 
August  11,  1976,  a  bid  opening  was  completed  for  the  construction  of 
tennis  courts  at  Eastern  Montana  College  in  Billings.   One  contractor 
submitted  a  bid  security  comprised  of  a  certified  check  of  $3,500  plus 
$600  cash.   These  practices  are  contrary  to  the  requirements  of  section 
82-1133,  R.C.M.  1947. 

The  executive  secretary  stated  that  the  bid  security  requirements 
used  by  the  board  are  based  upon  the  authority  in  Section  6-501,  R.C.M. 
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1947,  which  sets  forth  general  requirements  for  bid  security  on  public 

contracts.   This  section  allows  the  public  authority  to  set  the  amount 

of  bid  security  required  and  also  allows  several  bid  security  options, 

(i.e.,  bid  bond,  cash,  certified  check,  etcetera).   However,  Section  6- 

501,  supra,  provides  in  part: 

"The  public  authority  shall  distinctly  specify  in  the  solicitation 
or  advertisement  for  bids  the  penal  or  other  sum  fixed  by  statute 
to  be  paid  by  any  bidder  failing  or  refusing  as  aforesaid,  in  any 
case  where  such  sum  or  sums  are  fixed  by  statute  for  bid  security; 
otherwise,  it  shall  in  all  cases  specify  the  sum  which  it  may  deem 
reasonably  necessary  ,  .  .  ."   (Emphasis  supplied.) 

Where  the  statute  establishes  the  bid  security,  this  section  requires 
that  the  statutory  security  requirement  be  used.   Section  82-1133  relates 
specifically  to  the  board  and  sets  forth  a  5  percent  bid  security  require- 
ment which  must  be  submitted  by  certified  check. 

The  board  should  comply  with  the  provisions  of  Section  82-1133, 
R.C.M.  1947  or  seek  legislation  to  have  the  law  repealed  or  amended  to 
reflect  the  present  10  percent  requirement  and  the  bid  security  options 
now  available  to  the  contractor  (i.e.,  bid  bond,  cash,  cashier's  check, 
certified  check,  bank,  postal,  or  express  money  order  or  bank  draft). 

RECOMMEWATION 

We  veGommend  that  the  board: 

1.  Deposit  all  negotiable  hid  securities  with  the  State 
Treasurer  for  safekeeping  or  seek   legislation   to  have 
other  disposition  of  the  bid  securities  specified. 

2.  Seek  legislation  to  amend  or  repeal  Section  82-2132 j 
R.C.M.    1947,    to  reflect  the  current   10  percent  bid  security 
requirement  and  bid  security  options  available  to  the 
contractor  or  change  the  procedures  now  used  to  conform 

to  the  current  statute. 
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Balance 

$ 
3, 

12A 

,997 

130 

37 

282 
,201 

$41, 

,734 

CASH  IN  TREASURY 

The  balance  sheet  at  June  30,  1976,  reflects  approximately  $41,700 

of  cash  in  the  state  treasury.   The  following  accounting  entities  comprise 

this  amount. 

Accounting  Entity 
War  Veterans'  Compensation  Administration  Earmarked 

Revenue  Account 
Veterans'  Honorarium  Sinking  Account 
WWI  Veterans'  Compensation  Bond  Clearance  Account 
Insurance  Premium  and  Transportation  Payments 

Revolving  Account 
WWI  Compensation  Bond  Sinking  Account 
Total 

These  cash  balances,  except  for  the  Insurance  Premium  and  Trans- 
portation Payments  Revolving  Account,  originated  as  a  result  of  Initiative 
No.  54,  page  781,  Session  Laws  of  1951,  as  amended  by  Chapters  44  and 
279,  Session  Laws  of  1957  and  1963,  respectively.   This  legislation 
provided  for  payment  of  an  honorarium  to  veterans  of  World  Wars  I,  II 
and  the  Korean  War.   The  honorarium  payments  were  made  from  the  proceeds 
of  the  sale  of  bonds,  which  were  to  be  redeemed  by  a  two  cent  tax  on 
each  pack  of  cigarettes  sold  in  the  state. 

initiative  No.  54,  .is  amended,  required  that  the  two  cent  per  pack 

additional  tax  be  levied  and  collected  until  the  bonds  were  retired. 

While  the  bonds  were  being  repaid,  a  referendum  was  approved  by  the 

voters  in  November  1966  authorizing  the  sale  of  long-range  building 

bonds  to  construct  state  buildings  to  be  financed  by  a  tax  on  cigarettes. 

The  legislature  implemented  the  long-range  building  bond  proposal  through 

Chapter  318,  Session  Laws  of  1967.   Section  84-5606  was  amended  to 

provide  in  part: 

".  .  .  which  additional  tax  shall  continue  in  force  until  the 
pavment  ,ind  retirement  of  all  bonds  of  the  state  of  Montana,  and 
the  payment  of  interest  thereon,  issued  under  the  authority  of  said 
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Initiiitive  No.  54  as  amended,  for  I  he  purpose  of  paying  an  hono- 
rarium to  the  residents  of  Montana  who  were  in  military  service  in 
the  military  forces  of  the  United  States  in  World  War  II,  the 
Korean  War,  or  World  War  I,  and  until  the  payment  and  retirement  of 
all  long-range  building  program  bonds  issued  under  the  provisions 
of  Tittle  19_,    chapter  22,  of  the  Revised  Codes  of;  Montana,  1947." 
(Emphasis  supplied) 

Currently,  payments  by  the  State  Treasurer  to  retire  bonds  are 
reflected  in  a  clearing  account  maintained  by  the  Treasurer.   These 
transactions  reduce  the  state's  actual  cash  balance;  however,  the 
Treasurer  does  not  reduce  the  cash  balance  of  the  entity  that  supplied 
the  money  until  receipt  of  the  purchased  bonds.   During  our  audit,  we 
found  that  the  Treasurer  paid  for  World  War  I  compensation  bonds  and 
coupons  totaling  $17,128  in  1973,  but  the  trustee  bank  had  not  returned 
the  bonds  and  coupons  to  the  Treasurer's  office.   In  August  1976  the 
bank  returned  these  bonds  and  coupons,  and  Treasurer's  office  employees 
prepared  an  entry  to  reduce  the  cash  balance  in  the  sinking  fund  by 
$17,128.   The  delay  in  correctly  recording  this  transaction  resulted  in 
a  $17,128  overstatement  of  sinking  fund  cash  at  June  30,  1976. 

Since  the  veterans'  honorarium  bonds  have  been  redeemed  and  no 
further  funds  are  needed  for  the  World  Wars  I,  II  and  Korean  War  honor- 
ariums, the  cash  totaling  approximately  $24,300  in  the  four  honorarium 
accounts  should  be  transferred  to  the  long-range  building  bond  sinking 
fund  account.   If  the  principal,  interest  and  reserve  requirements  of 
the  long-range  building  bonds  have  been  met,  the  State  Treasurer  should 
transfer  the  money  to  the  general  fund. 

The  cash  in  treasury  balances  reflected  for  the  accounting  entitles 
described  on  page  5,  including  the  Insurance  Premium  and  Transportation 
Payments  Revolving  Account,  have  been  inactive  for  several  years. 
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Section  79-413,  R.C.M.  1947,  provides  in  part: 

"The  department  of  administration  shall  periodically  examine  all 
accounts,  and  shall  abolish  or  consolidate  inactive  or  unnecessary 
accounts." 

The  board  should  request  the  Department  of  Administration's  assistance 

in  making  sure  these  inactive  accounts  are  properly  closed. 

RECOMMENDATION 

We  reoornmend  that  the  board: 

1.  Transfer  the  approximately   $24^200  in  the  four  veterans' 
honorarium  accounts  to  the   long-range  building  bond 
sinking  fund  account  and  close  the  accounts. 

2.  Request  the  Department  of  Administration's  assistance  in 
closing  alt  other  inactive  treasury  accounts. 

STALE  DATED  WARRANTS 

Stale  dated  warrant  account  balances  totaling  $160  exist  for  the 
Earmarked  Revenue  Fund  and  the  Bond  Proceeds  and  Insurance  Clearance 
Fund  as  of  June  30,  1976  (see  page  14).   The  executive  secretary  explained 
that  these  two  liability  account  balances  were  originally  established 
from  the  board's  hand-kept  records  prior  to  the  implementation  of  the 
Statewide  Budgeting  and  Accounting  System  (SBAS) . 

Section  79-108,  R.C.M.  1947,  states  in  part: 

"All  warrants  drawn  by  the  state  auditor  on  the  state  treasury 
shall  be  presented  for  payment  within  one  (1)  year  after  the  date 
of  the  issue  thereof.   Should  the  payee  or  legal  holder  of  any 
warrant  fail  to  present  it  for  payment  within  the  time  specified, 
the  state  auditor  shall  enter  the  same  as  canceled  on  the  books  of 
his  office  and  the  amount  shall  be  credited  to  the  account  from 
which  it  was  drawn." 

Since  it  appears  that  no  claim  will  be  made  against  these  stale 

dated  warrants,  the  board  should  request  assistance  from  the  State 

Auditor  to  dispose  of  these  balances. 
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RECOMMENDATION 

We  recommend  that  the  board  request  assistance  from  the  State 
Auditor  to  dispose  of  state  dated  warrant  balances . 

VIETNAM  HONORARIUM  PROGRAM 

Chapter  342,  Session  Laws  of  1975,  authorized  a  $750  payment  to 
each  100  percent  disabled  Vietnam  veteran.   At  the  start  of  our  audit, 
we  determined  that  no  payments  to  these  disabled  veterans  had  been  made. 
We  questioned  the  program  director  on  the  delay  in  payments,  and  he 
explained  that  the  legislation  cited  above  authorized  the  payments  but 
did  not  specify  the  source  of  funding;  therefore,  the  board  had  no  legal 
grounds  to  make  such  payment. 

We  requested  an  Attorney  General's  opinion  on  this  matter  at  approxi- 
mately the  same  time  the  director  requested  his  legal  counsel's  opinion. 
On  June  14,  1976,  we  received  a  letter  opinion  from  the  Attorney  General 
(see  Appendix  I,  page  20),  who  held  that  payment  of  the  disabled  Vietnam 
veterans'  honorarium  must  be  made  from  the  appropriations  for  the  veterans' 
bonus. 

The  director  further  explained  that  it  was  not  until  May  1976  that 
he  could  determine  that  adequate  moneys  were  available  to  pay  the 
disabled  veterans  based  on  the  applications  received.   Information 
provided  to  the  board  regarding  the  number  of  eligible  100  percent 
disabled  veterans  who  would  be  able  to  apply  for  this  honorarium  orig- 
inally totaled  approximately  175.   However,  as  of  the  July  1,  1976, 
application  deadline  the  division  had  received  only  16  applications, 
despite  wide  ranging  publicity  through  various  veterans'  organizations. 
The  director  paid  13  of  these  claims  and  awaits  proper  certification 
regarding  the  veterans'  disabilities  on  the  three  remaining  applications. 
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The  board  should  have  requested  a  legal  opinion  as  soon  as  the 
legislature  enacted  the  disabled  veterans'  honorarium.   This  would  have 
allowed  immediate  payment  of  the  honorarium. 

As  stated  in  the  general  comments  section  of  this  report,  the 
Vietnam  Veterans'  Bonus  Division  presently  employs  three  staff  members — 
the  director,  an  accountant  and  a  secretary.   Approximately  200  bonus 
applications  received  prior  to  the  July  1,  1976,  deadline  are  still 
unresolved.   The  director  anticipates  determining  the  eligibility  of 
many  of   these  applicants  between  now  and  the  end  of  the  calendar  year. 

The  board  should  reconsider  the  need  to  continue  to  employ  the 
division's  three  employees.   Current  monthly  operating  costs  for  the 
division  total  approximately  $4,000.   Since  the  bonus  program's  matters 
to  be  resolved  involve  many  legal  interpretations,  the  board's  immediate 
staff — the  executive  secretary  and  his  secretary — along  with  the  board's 
attorney,  could  close  out  the  honorarium  program  which  should  be  sub- 
stantially completed  by  December  31. 

RECOMMEmATION 

We  recommend  that  the  board  disband  the   Vietnam  Veterans  '  Bonus 

Division  and  transfer  the  program's  operation  to  the  board's 

executive  secretary. 

INTERIM  PROJECTS  PROGRAM 

The  legislature  appropriated  funds  to  the  Board  of  Examiners' 
Interim  Projects  Program  to  provide  for  rent,  repair  and  maintenance  of 
sound  and  roll  call  equipment  utilized  by  the  Senate.   The  legislature 
appropriated  $9,000  during  fiscal  year  1975-76  to  be  paid  to  Inter- 
national Roll  Call  Corporation  and  G  &  W  Sound. 
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The  contract  with  International  Roll  Call,  which  expires  March  5, 
1977,  states  that  $8,500  will  be  paid  annually  to  the  company  on  the 
first  day  of  February  in  each  year.   Since  the  legislature  now  meets 
biennially,  the  board  should  determine  if  the  rental  contract  price  can 
be  reduced,  since  maintenance  is  required  only  every  other  year. 

As  required  by  the  contract,  during  fiscal  year  1975-76,  the 
Legislative  Council  paid  Lewis  and  Clark  County  approximately  $2,000  in 
county  personal  property  taxes  on  the  roll  call  equipment.   The  legis- 
lature did  not  appropriate  the  moneys  to  the  board  for  this  specific 
purpose.   Two  agencies'  expenditures  of  moneys  for  this  equipment 
results  in  an  incomplete  accounting  of  the  equipment's  cost  by  either 
agency. 

Since  the  council  currently  administers  the  House  roll  call  equip- 
ment agreement,  the  legislature  should  consider  transferring  budgetary 
and  administrative  control  of  the  Senate's  rental  agreement  to  the 
council. 
STATUTORY  FUNCTIONS  OF  THE  BOARD 

The  Department  of  Administration  reviewed  the  statutes  relating  to 
the  Board  of  Examiners  in  March  1976  upon  the  request  of  the  Legislative 
Council.   The  Department  of  Administration's  director  stated  that,  due 
to  executive  reorganization,  references  to  the  board  in  a  number  of 
statutes  should  be  amended  to  refer  to  the  Department  of  Administration. 
Additionally,  the  Department  of  Administration's  director  stated  the 
statutes  describing  other  functions  not  currently  performed  by  the  board 
should  be  repealed.   (See  Appendix  II,  page  23.) 
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The  executive  secretary  should  review  with  the  board  the  present 
statutes  relating  to  the  board  and  work  with  the  Legislative  Council  to 
assure  that  appropriate  legislation  is  drafted  to  clarify  or  repeal 
statutes  relating  to  the  board,  as  may  be  appropriate. 

RECOMMEWATION 

We  reoorrmend  that  the  executive  seavetavy  review  with  the  hoard 
the  present  statutes  relating  to  the  board  and  request  the 
assistance  of  the  Legislative  Council  in  drafting  legislation  to 
clarify  statutes  describing  the  Board  of  Examiners  '  functions  and 
to  repeal  unnecessary  statutes. 

FIXED  ASSETS 

Management  Memo  70-17,  dated  June  30,  1970,  states  that  each  state 
agency  is  responsible  for  the  management  of  all  state  property  within 
its  jurisdiction.   This  includes  maintaining  records  to  identify  fixed 
assets. 

Our  review  of  office  equipment  at  the  Board  of  Examiners  revealed 
the  following  weaknesses  in  internal  control: 

1.  Idle  office  equipment,  which  was  used  in  previous  honorarium 
programs,  exists  in  the  basement  of  the  capitol. 

2.  Physical  inventories  of  all  fixed  assets  are  not  being  taken 
each  fiscal  year. 

3.  No  identification  markers  are  placed  on  each  equipment  item. 
The  weaknesses  stated  above  do  not  apply  to  the  Vietnam  Veterans' 

Bonus  Division. 

Section  82-1914,  R.C.M.  1947,  states  in  part: 

"The  department  (Department  of  Administration)  has  exclusive  power, 
subject  to  the  approval  of  the  governor,  to  sell,  or  otherwise 
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dispose  of,  or  to  authorize  the  sale  or  other  disposition  of,  all 
materials  and  supplies,  service,  equipment,  or  other  personal 
property  of  every  kind  now  owned  by  the  state  of  Montana,  but  not 
needed  or  used  by  any  state  institution  or  by  any  department  of 
state  government." 

The  board  should  determine  whether  it  has  a  foreseeable  need  for 
the  equipment  presently  being  stored  in  the  basement  of  the  capitol. 
All  property  dispositions,  including  those  of  the  Vietnam  Veterans' 
Bonus  Division,  should  be  made  in  accordance  with  the  above  statute. 

Annual  inventories  and  identification  markers  on  each  equipment 
item  are  necessary  to  provide  physical  safeguards  over  state-owned 
property. 

RECOMMENDATION 

We  recommend  that   the  board: 

1.  Establish  controls  over  fixed  assets  in  compliance  with 
Management  Memo   70-17,   dated  June  30,    1970. 

2.  Dispose  of  all  idle  equipment  in  accordance  with  section 
82-1914,    R.C.M.    1947. 

PAYROLL  ACCRUALS 

Chapter  2-1420.31  of  the  Montana  Administrative  Manual  states 
"payroll  costs  are  to  be  accrued  in  the  fiscal  year  in  which  earned  or 
in  which  budgeted." 

Our  review  of  payroll  revealed  that  the  board  did  not  accrue  six 
days  of  payroll  costs  for  program  05,  Vietnam  Honorarium,  for  fiscal 
year  1974-75.   This  caused  a  $1,600  overstatement  of  payroll  expendi- 
tures for  fiscal  year  1975-76. 
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RECOMMENDATION 

We  reeommend  that  the  board  accrue  all  payroll  costs  in  the  fiscal 
year  in  which  they  are  earned. 

FINAL  COMMENTS 

We  have  reviewed  this  report  with  the  executive  secretary  of  the 
board  and  the  director  of  the  Vietnam  Veterans'  Bonus  Division.   The 
full  text  of  their  written  response  to  the  report  begins  on  page  24. 

We  wish  to  express  our  appreciation  to  these  officials  and  their 
respective  staffs  for  cooperation  and  assistance  during  the  audit. 
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FINANCIAL  STATEMENTS 
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Exhibit  E 

BOARD  OF  EXAMINERS 

Notes  to  the  Financial  Statements 
Fiscal  year  Ended  June  30,  1976 

1.  SUMMARY  OF  SIGNIFICANT  ACCOUNTING  POLICIES 

The  preceding  financial  statements  were  prepared  from  the  Statewide 
Budgeting  and  Accounting  System  (SBAS) . 

The  State  of  Montana  utilizes  the  modified  accrual  basis  of  accounting 
Modified  accrual  is  defined  as  "that  method  of  accounting  in  which 
expenditures  are  recorded  on  the  basis  of  valid  obligations  and  revenues 
are  recorded  when  received  is  cash.   At  the  end  of  a  fiscal  year,  all 
valid  obligations  against  an  appropriation  are  to  be  accrued  as  expen- 
ditures as  provided  by  law."   (Montana  Administrative  Manual  2-0240. AG) 

2.  VIETNAM  VETERANS'  BONUS  APPLICATIONS 

Approximately  30  bonus  applications  were  received  after  the  filing 
deadline  of  July  1,  1976.   These  claims  have  not  been  paid;  however, 
they  will  be  presented  to  the  next  Legislative  Assembly  for  approval  of 
payment.   Depending  upon  the  legislature  s  actions,  there  may  be  further 
expenditures  from  this  program  of  approximately  $6,000. 

3.  GENERAL  FUND  APPROPRIATIONS 

Appropriations  from  the  General  Fund  for  fiscal  year  1976  are 
composed  of  $415,093  of  continuing  appropriations  and  $753,692  of  current 
year  appropriations.   Due  to  the  ongoing  nature  of  the  Vietnam  Veteran 
Honorarium  program,  the  legislature  reappropriated  any  remaining  funds 
on  June  30,  1975  for  the  biennium  ending  June  30,  1977. 

4.  SINKING  FUND 

The  sinking  fund  cash  in  treasury  balance  of  $41,198  pertains  to 
veteran  honorariums  for  World  Wars  T,  II,  and  tlie  Korean  war.   The  state 
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sold  bonds  to  pay  the  bonuses  and  repaid  the  bonds  with  a  tax  on  cigarette 
sales.   See  page  5  of  the  accompanying  report. 

5.  RETIREMENT  ?LMi 

Employees  of  the  board  are  covered  by  the  Public  Employees'  Retire- 
ment System,  a  contributory  plan  under  which  the  state  contributes  5.55 
percent  of  an  employee's  gross  wages  and  the  employee  contributes  6 
percent  of  his  gross  wages  to  the  plan.   The  board  incurred  pension 
costs  of  $3,915  during  fiscal  year  1975-76.   The  state's  policy  is  to 
fund  accrued  pension  costs. 

6.  VACATION  AND  SICK  PAY 

Liabilities  incurred  because  of  employees'  unused  vacation  and  sick 
pay  are  not  recorded.   The  related  expenditures  are  recorded  when  paid. 
Permanent  employees  are  allowed  to  accumulate  and  carry  over  into  a  new 
calendar  year  a  maximum  of  two  times  their  annual  accumulation  of  vacation. 
Upon  termination,  qualifying  permanent  employees  having  unused  accumulated 
vacation  and  sick  leave  receive  payment  for  vacation  on  a  100  percent 
basis  and  sick  leave  on  a  25  percent  basis.   The  amount  of  the  liability 
associated  with  unused,  accumulated  vacation  and  sick  leave  at  June  30, 
1976,  is  not  readily  determinable  under  the  statewide  accounting  system. 

7.  LEASE  COMMITMENTS 

The  board  leases  office  space  for  the  Vietnam  Veterans'  Bonus 
Division  at  a  monthly  rate  of  $350.   The  lease  agreement  expires  January  1, 
1977. 

The  board  also  administers  the  rental  contract  for  the  Interim 
Projects  Program  at  an  annual  payment  of  $9,000.   The  contract  expires 
March  5,  1977.   See  page  9  of  the  accompanying  report  for  a  description 
of  this  program. 
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OPINION  NO.  8")' 


APPROPRIATIONS  -  Vietnam  veterans,  disabled;  VETERANS  - 

Vietnam,  disabled;  Section  77-2502,  Revised  Codes  of 

flontana  1947,  House  Bill  1116,  Session  Laws  of  1974,  House 

Bill  692,  Session  Laws  of  1975. 

HELD:   Payment  of  the  disabled  Vietnam  veterans 

honorarium  authorized  by  Chapter  342,  Session 
Laws  of  1975,  can  and  must  be  made  from  the 
appropriations  contained  in  House  Bill  1116, 
Session  Laws  of  1974,  and  House  Bill  692, 
Session  Lav/s  of  1975. 

June  14,  1976 


Mr.  Morris  L.  Brusett 
Legislative  Auditor 
State  Capitol 
Helena,  MT   59601 

Dear  fir.  Brusett: 

You  have  requested  my  opinion  on  the  follov;ing  question: 

Whether  payment  of  the  disabled  Vietnam  veterans 
honorarium  authorized  by  Chapter  342,  Session 
Laws  of  1975,  can  be  made  from  the  appropriations 
contained  in  House  Bill  1116,  Session  Laws  of  1974, 
and  House  Bill  692,  Session  Laws  of  1975. 

The  act  to  provide  for  the  payment  of  an  honorarium  or  adjusted 
compensation  to  each  resident  of  Montana  who  served  in  the 
military  service  in  the  Vietnam  area  between  January  1,  1961, 
and  March  31,  1973,  v;as  enacted  by  Chapter  288,  Session  Laws 
of  1974,  and  codified  as  seccion  77-2501,  et  seq.,  R.C.M.  1947. 
Section  77-2502,  '^CM.  1947,  provided  in  part,  for  payment 
to  -survjviiig  servicemen  under  the  follov/ing  circumstances: 
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Mr.  Morris  L.  Brusett        -2-  June  14,  1976 


"(2)  Each  resident  of  Montana  who  was  in  military  service 
at  any  time  during  the  Vietnam  VJar ,  and  during  part  or 
all  of  the  period  of  such  service  was  in  the  Vietnam  area, 
is  granted  the  sum  of  eighteen  dollars  and  seventy-five 
cents  ($18.75)  for  each  month  and  major  fraction  of  a 
month  of  such  service  in  the  Vietnam  area.   For  the 
purpose  of  this  subdivision: 

(a)  any  serviceman  who,  while  on  active  duty  in  the 
Vietnam  area  during  the  Vietnam  War,  suffered  disease 
or  injury  from  any  cause  whatsoever,  including  injury 
from  exposure  to  v/eather  conditions,  and  in  line  of 
duty,  and  is  hospitalized  therefor  by  any  of  the 
military  forces,  shall  be  deemed  to  have  been  in 
military  service  in  the  Vietnam  area  as  long  as  he 
shall  be  or  was  continuously  hospitalized  in  any 
hospital  or  similar  institution  under  the  control 

,of  or  employed  by  the  United  States,  wherever 
situated; 

(b)  any  serviceman  who  was  taken  prisoner  by  the  enemy 
in  the  Vietnam  area,  and  who  was  classified  by  the 
department  of  defense  as  a  prisoner  of  war,  shall  be 
deemed  to  have  been  in  military  service  in  the 
Vietnam  area  as  long  as  ho  shall  be  or  was  continuously 
so  classified;  but 

(c)  each  such  prisoner  of  war  shall  be  paid  not  less 
than  seven  hundred  fifty  dollars  ($750) ,  and  no 
serviceman  shall  be  paid,  under  any  of  the  provisions 
of  this  subdivision,  more  than  seven  hundred  fifty 
dollars  ($750) ." 

The  funds  to  make  these  payments  v/ere  appropriated  by  House  Bill 
1116,  Session  Laws  of  1974,  which  provided: 

"Section  1.  There  is  appropriated  from  the  general 
fund  the  sum  of  two  million  six  hundred  thousand 
dollars  ($2,600,000)  to  the  board  of  examiners 
for  the  purpose  of  administering  the  act  relating 
to  payments  of  an  honorarium  to  each  resident  of 
Montana  who  served  in  the  military  service  in  the 
Vietnam  area  during  the  Vietnam  war  and  for  payment 
of  the  honorariums  due  pursuant  to  such  act.   Any 
moneys  remaining  after  the  payment  of  all  claims 
pursuant  to  the  act  establishing  the  honorarium 
shall  be  returned  to  the  general  fund." 

The  forty-fourth  Legislative  Assembly  amended  section  77-2502, 
supra,  with  Chapter  34  2,  Session  Laws  of  197  5,  by  adding  the 
following  subsection: 
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Mr.  Morris  L.  Brusett  -3-  June  14,  1976 


"(4)  Each  resident  of  ?'ontana  who  was  totally  disabled 
by  a  service-connected  disability  as  certified  by  the 
veterans  administration  for  service  in  the  Vietnam 
area  shall  be  paid  the  sum  of  seven  hundred  fifty 
dollars  ($750) ." 

An  additional  appropriation  was  also  enacted  as  House  Bill  692, 
Session  Laws  of  1975,  v;hich  provided  another  seven  hundred  ten 
thousand  dollars  ($710,000.00)  of  general  fund  moneys  for  the 
"Vietnam  honorarium  program. " 

Both  House  Bill  1116  and  692  appropriated  moneys  to  fund  the 
"Vietnam  honorarium  program"  and  together  they  provided  the 
funding  for  all  legitimate  claims  filed  with  the  Board  of 
Examiners  on  or  before  July  1,  1976. 

The  1975  amendment  to  section  77-2502,  supra,  did  not  create  a 
new  class  of  eligible  recipients.   Rather  it  provided  for  a 
specific  monetary  payment  of  seven  hundred  fifty  dollars  ($750.00) 
for  those  former  servicemen  who  had  served  in  the  Vietnam  area 
and  had  suffered  a  service-connected  disability  while  in  that 
area  and  who  were  totally  disabled  at  the  time  of  their  discharge 
from  active  duty.   These  individuals  were  previously  eligible 
for  some  type  of  honorarium  payment  under  the  provisions  of 
section  77-2502 ( 2)  (a)  ,  R.C.M,  1947,  but  the  1975  amendment 
assured  them  of  receiving  the  maximum  amount  provided  for  under 
the  act. 

I  can  conceive  of  no  reason  why  eligible  totally  disabled  veterans, 

as  contemplated  by  the  1975  amendment  to  section  77-2502,  supra, 

cannot  be  paid  out  of  the  funds  appropriated  specifically  for 
that  purpose  by  either  House  Bill  1116  or  692. 

THEREFORE,  IT  IS  MY  OPINION  THAT: 

Payment  of  the  disabled  Vietnam  veterans  hoaorarium 
authorized  by  Chapter  342,  Session  Laws  of  1975,  can 
and  must  be  made  from  the  appropriations,  coirtained 
in  House  Bill  1116,  Session  Laws  of ^19^4,  aM  House 
Bill  692,  Session  Laws  of  1975, 


Ver,y  truly  yours. 


■2y^g^^t^/'i^<^ 


RLV/:ch 


ROBERT    L.    WOODAHL 
Attprney   General 
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THOMAS  L.  JUDGE    Governor 
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DIKEfTOirs  OFFICE 

MITCHKLI.   HI  ILDING 

HELENA.    MONTANA    .".(KiOl 


March  31,    1976 


II 


Mrs.  Diana  S.  Dowling 
Code  Commissioner 
Legislative  Council 
State  Capitol  Building 
Helena,  Montana  59601 

Dear  Diana: 

This  is  in  response  to  your  recent  letter  requesting  my  review  of  the  statutes 
related  to  the  Board  of  Examiners. 


My  staff  has  reviewed  your  computer  printout  and  concluded  that  references  to  the 
Board  of  Examiners  in  the  following  statutes  should  be  amended  to  refer  to  the 
Department  of  Administration: 

(1)  Section  3-2605,  R.C.M.  1947. 

(2)  Section  41-908,  R.C.M.  1947. 

(3)  Sections  78-738,  739  and  746,  R.C.M.  1947. 

(4)  Sections  78-1002,  1003,  1012,  1013,  1022  and  1023,  R.C.M.  1947. 
c^(5)  Section  95-3124,  R.C.M.  1947. 

As  a  practical  matter,  few  of  the  statutory  functions  of  the  Board  are  currently 
performed.   I  suggest  that  you  consider  proposing  legislation  limiting  the  func- 
tions of  the  Board  to  only  the  approval  of  architects  appointed  and  contracts  let 
on  state  construction  projects  (Title  82,  chapter  33),  the  operation  of  the 
Vietnam  Veterans'  Bonus  Program  (Title  77,  chapter  25),  the  issuance  of  long- 
range  building  program  bonds  (Title  79,  chapter  22),  the  hearing  of  unliquidated 
claims  against  the  state  (Title  82,  chapter  11),  and  the  issuance  of  renewable 
resource  development  bonds  (Title  89,  chapter  36).   All  other  statutory  functions 
of  the  Board  should  be  repealed. 

I  hope  this  information  is  of  assistance  to  you. 

Sincerely, 


JACK  C.    CROSSER 
Director 


JCC:lc 
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AGENCY  REPLY 


THOMAS    L.    JUDGE 


ATTOFINFY    GENERAL    ROBERT    L      WOODAHL 


SECRETARY    OF    STATt    FRANK    MURRAY 
■.(  CRFTAHY 


M      WM      McENANEY,    EXECUTIVE   CLERK 


3!l  >si:.:x:5'irjti¥3i:  a§  ^ 


Hki^kxa,  Montana 

November  8,  1976 


I 'orris  L.  Brusett 
Legislative  Auditor 
State  Capitol 
Helena,  Montana  59601 

Dear  Morris: 


NOV  h 

MON,. •',:;,;  LtGl^LAIli/t 


In  accordance  with  the  instructions  contained  in  your  letter  of  November  3, 
1976,  I  hereby  submit  this  letter  and  comments  on  the  audit  of  the  Board 
of  Examiners  Office  for  presentation  to  the  Legislative  Audit  Committee. 

Me  have  agreed  with  almost  all  of  the  recommendations,  and  have  submitted 
comments  on  the  very  fe;-;  cases  on  statements  in  the  narrative  on  which  v/e 
felt  comments  vrere  necessary'. 

Please  be  advised  that  the  committee  has  my  assurance  that  the  recommendations 
v;ill  be  implemented  as  soon  as  possible. 

I  wish  to  thank  you  and  your  staff  for  the  courteous  consideration  accorded 
us  both  in  the  previous  discussions,  and  in  the  conduct  of  the  audit  of  this 
office. 

Very  truly  yours, 

M.  '.'.'m.  McEnaney    •,/ 
Executive  Secretary 
State  Board  of  Examiners 

IlJH:m 

End. 
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CQI-niE'JTS  on   THE  LEGISLATIVE  AUDIT 
COI-MITTEE'S  FIIIDE'Go  AN!)  P.EC0M?-IE::DATI0:I3 
Follovdng  are  the  responses  of  the  Doard  of  Examiners  Office  to  findings  and 
reconmendations  presented  in  the  "Report  on  Examination  of  Financial  Statements: 
Fiscal  Year  Ended  June  30,  1976." 

Bid  Securities  (Pages  2-4) 
RECOI-PIEMDATION 
VJe  recommend  that  the  Board: 

1.  Deposit  all  negotiable  bid  securities  with  the  State  Treasurer 
for  safekeeping  or  seek  legislation  to  have  other  disposition 
of  the  bid  securities  specified. 

2.  Seek  legislation  to  amend  or  repeal  Section  82-1133,  R.C.M.  1947, 
to  reflect  the  current  10  percent  bid  security  requirement  and  bid 
security  options  available  to  the  contractor  or  change  the  procedures 
now  used  to  conform  to  the  current  statute. 

RESPONSE 

1.  The  Executive  Secretary  of  the  Board  believes  that  this  recommendation  can  be 

complied  vdth.  Since  the  Board  of  Examiners  vras  created,  bid  securities  have 
been  retained  in  a  fireproof  vault  in  the  Board  Offices  on  the  theory  that  the 
security  belongs  to  the  contractor  until  such  time  as  the  contractor  fails  to 
enter  into  a  formal  contract  v;ith  the  State  of  Montana  for  the  work  to  be  per- 
formed. Once  the  contract  is  executed,  the  bid  security  is  returned  to  the 
contractor.   Since  only  negotiable  bid  securities  are  involved,  and  the  Board 
does  not  receive  a  great  number  of  negotiable  bid  securities,  and  then,  only 
the  bid  security  of  the  successful  bidder  need  be  retained,  we  can  easily 
comply  vdth  this  recommendation. 

2.  The  Board  personnel  are  currently  vrarking  with  the  recodification  of  statutes 
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v.dth  personnel  from  the  Legislative  Council  Office,  and  steps  have  already- 
been  taken  to  cunend  and/or  repeal  certain  statutes  involved  vdth  bid  pro- 
cedures in  conformity  vdth  this  recommendation. 

Cash  in  Treasury  (Pages  5-7) 
RECOia-IEiIDATION 
We  recommend  that  the  Board: 

1.  Transfer  the  approximately  $24,300  in  the  four  veterans* 
honorarium  accounts  to  the  long-range  building  bond 
sinlcing  fund  account  and  close  the  accounts. 

2.  Request  the  Department  of  Administration's  assistance  in 
closing  all  other  inactive  treasury  accounts. 

RESPOMSE 

1.  The  Foard  of  Examiners  concurs  v.dth  this  recommendation. 

2.  The  Executive  Secretary  of  the  Board  has  requested  that  the  Director  of  the 
Department  of  Administration  take  the  necessary  steps  to  close  inactive 
treasury  accounts  under  the  Board's  supervision. 

Stale  dated  vrarrants  (Pages  7-8) 

RECOIMElDATIO:i 

VJe  recommend  that  the  Board  request  assistance  from  the  State  Auditor  to  dispose 

of  stale  dated  v/arrant  balances. 

RESPOIISE 

The  Board  agrees  vdth  this  recommendation.  Hovfever,  this  matter  involves  the 

Earmarked  Revenue  Fund  and  the  Bond  Proceeds  and  Insurance  Clearance  Fund  and 

these  v;ere  transferred  to  the  Department  of  Administration  under  the  Executive 

Reorganization  lavr.  VJe  have  conferred  vdth  the  Director  of  the  Department  of 

Administration  on  this  matter,  and  have  requested  that  he  take  steps  to  conform 

vdth  your  recommendation. 
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Vietnam  Honorarium  Program  (Pages  8-9) 

nECOMIUvlDATIOrJ 

Me  recoramend  that  the  Board  disband  the  Vietnam  Veterans'    Bonus  Division  and 

transfer  the  program's  operation  to  the  Board's  Executive  Secretary. 

RESPOIISE 

At  this  v/riting,  the  Board  of  Examiners  Members  have  not  had  the  opportunity  to 

revie-,-^  this  report  on  the  examination  of  financial  statements  for  the  Vietnam 

Bonus  Division  operations.  The  Director  of  the  Bonus  Division  id.!!  submit  the 

recommendation  to  the  Board  Members  at  the  next  Board  of  Examiners  Meeting  to 

be  held  on  November  15,  1976,  at  which  time  the  Board  Members  v;ill  make  their 

decision  on  this  recommendation. 

Statutory  Functions  of  the  Board  (Pages  10-11) 
RECOI^airaiDATIOM 

lie   recommend  that  the  Executive  Secretary  revicj  vdth  the  Board  the  present 
statutes  relating  to  the  Board  and  request  the  assistance  of  the  Legislative 
Council  in  drafting  legislation  to  clarify  statutes  describing  the  Board  of 
Examiners'  functions  and  to  repeal  unnecessary  statutes. 
REPGOtlSE 

The  Board  personnel  are  currently  working  vri.th  the  Legislative  Council  staff 
on  the  recodification  of  statutes  pertaining  to  the  Board  of  Examiners  functions, 
and  the  retention  of  necessary  statutes,  the  £Lmendment  of  pertinent  statutes  and 
the  repeal  of  unnecessary  statutes,  is  being  accomplished  under  the  recodification 
program  in  conformity  vdth  this  recommendation. 

Fixed  Assets  (Pages  11-12) 
RECOinEinJATIOII 
We  recommend  that  the  Board: 

1.  Establish  controls  over  fixed  assets  in  compliance  vfith  Itinagement 
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Memo  70-17,  dated  June  30,  1970. 
2.  Dispose  of  all  idle  equipment  in  accordance  vdth  section  82-1914, 
n.C.M.  1947. 
RESP0M3E 

1.  The  Board  of  Examiners  ap'ees  vrlth  this  reconraendation.  Up  to  the  time  of 
implementing  the  mandate  of  the  Executive  Reorganization  Act,  this  agency 
maintained  a  complete  inventory  of  fixed  assets.  Upon  the  transfer  of  all 
but  tvro  remaining  employees  to  other  agencies  and  divisions,  along  vd.th 
all  of  their  equipment,  supplies  and  materials,  the  existing  inventory  be- 
came a  complete  hodge-podge  of  meaningless  information.  The  Executive 
Secretary  vd.ll  take  the  necessary  steps  to  re-institute  a  complete  inventory 
of  all  state  property  vdthin  its  jurisdiction. 

2.  Upon  completion  of  the  inventory,  v/e  shall  comply  vdth  the  recommendation  to 
dispose  of  all  vinnecessarj'-  idle  equipment. 

Payroll  accriials  (Pages  12-13) 
RECOin-EIIDATIOri 

Ue  recommend  that  the  Board  accrue  all  payroll  costs  in  the  fiscal  year  in  v;hich 
they  are  earned. 
RESPOUSE 

The  Board  of  Examiners  Office  has  accrued  pajToll  costs  for  all  of  the  programs 
under  its  jurisdiction,  vrith  the  exception  of  the  one  program  05,  Vietnam  Honor- 
arium, for  fiscal  year  1974-75.  Since  this  was  a  continuing  appropriation  for 
the  duration  of  the  Vietnam  Bonus  program,  it  vra.s  deemed  unnecessary  by  that 
Division  to  accrue  payroll  costs  each  fiscal  year.  However,  accruals  have  been 
made  since  that  time,  and  will  continue  to  be  made  until  termination  of  the  Program. 
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OBERT  L    WOODAHL 

ATTORNEY  GENERAL 


©fficc  of  *Llic  Attormnj  (/scncral 

STATE  CAPITOL 
HELENA.  MONTANA  59601 


November  4,  197  6 

NOV  H 


Mr.  Morris  L.  Brusett 
Legislative  Auditor 
State  Capitol 
Helena,  MT   59601 

Dear  Mr.  Brusett: 

I  am  in  receipt  of  your  audit  report  of  the  affairs  of 
the  Board  of  Examiners.   You  state  that  this  report  must 
be  printed  during  the  week  of  November  8,  1976  and 
because  the  Board  of  Examiners  will  not  meet  until 
November  15,  1976  you  asked  for  the  board  members 
individual  comments. 


I  concur  in  the  recommendations  cont 


Very 


your  report. 


iT    L.    WOODAHL 
Attoi/ney   General 


RLW:ch 


-29- 


